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Tunis  1935i  wheat  crop  forecast  at  17,269,000  bushels  as  compared 
with  13,779,000  "bushels  produced  in  1934,     (international  Institute  of 
Agriculture,  Rome,  July  18,  1935.) 

Switzerland  1935  grain  crops  estimated  as  follows,  with  1934  com- 
parisons in  parentheses:    Wheat  5,879,000  "bushels  (5,071,000),  rye 
1,378,000  (1,242,000),  barley  459,000  (  407,000),   oats  1,447,000  bushels 
(1,404,000).     (International  Institute  of  Agriculture,  Rome,  July  18, 
1935.) 

European  walnut  production  for  1935  estimated  as  follows  in  bags 
of  110  pounds,  with  1934  figures  in  parentheses:    Italy,  unshelled, 
310,000  bags  (325,000);  France,  table  walnuts  215,000  (300,000),  shelling 
varieties  440,000  (  550,000);  Rumania  125,000  (220,000),  Yugoslavia  50,000 
(130,000),  Bulgaria  55,000  (75,000),  Hungary  30,000  (60,000),  Turkey 
140,000  (150,000),  total  1,365,000  bags  (1,810,000).  (Agricultural 
Attache*  1-J.  I.  Nielsen,   Paris,  July  18,   1535. ) 

Mediterranean  Basin  filbert  production  for  1935  estimated  as  fol- 
lows, unshelled  basis,  with  1934  figures  in  parentheses:     Italy  16,000 
short  tons  (25,000),   Spain  25,000  (38,000),  Turkey  55,000  (37,000), 
total  96,000  tons  (100,000),    Production  in  Sicily  expected  to  equal  1934, 
but  in  Naples  district  of  Italy  50  percent  less.     (Agricultural  Attache 
N.  I.  Nielsen,  Paris,  July  17,  1935.) 
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BREAD  GRAINS 

S^tmmary  of  recent  production  estimates 

Revisions  received  during  the  past  week  in  estimates  of  the  1935 
wheat  crop  reduce  the  total  reported  for  39  countries  to  3,206,995,000 
tiushels  as  compared  with  2,846,841,000  bushels  harvested  "by  the  same 
countries  in  1934.    The  second  official  estimate  for  Hungary  is  placed 
at  74,442,000  bushels,  a  gain  of  15  percent  over  the  1934  crop.  The 
preliminary  figure  for  all  Jrpan,  reported  by  the  International  Institute  ' 
of  Agriculture,  of  49,089,000  bushels  compares  with  47,660,000  bushels 
produced  in  1934  and  indicates  a  record  crop.    The  increased  estimate  for 
Morocco  of  19,309,000  bushels,  officially  issued  by  the  Direction  de 
1 'Agriculture,  probably  does  not  take  into  account  the  poor  conditions  re- 
cently prevailing  in  some  sections  and  may  be  reduced  later.     The  second 
estimate  of  Algeria  shows  only  a  slight  reduction  from  the  first  but  is 
about  25  percent  under  the  harvest  of  1934.     The  first  official  estimates 
for  Germany  and  the  Netherlands  are  practically  the  same  as  the  forecasts 
of  the  Berlin  office  of  the  Poruign  Agricultural  Service  reported  last 
week.     The  1935  rye  crop  of  Germany  is  placed  about  7  percent  above  1934 
but  that  of  the  Netherlands  is  estimated  at  15,550,000  bushels  as  against 
16,291,000  bushels  produced  in  1934. 

Recent  reports  tend  to  confirm  earlier  estimates  for  China  which 
placed  the  1935  crop  from  15  to  20  percent  below  that  of  1934,  according 
to  the  Shanghai  office  of  the  Foreign  Agricultural  Service.     In  the 
Yangtze  Valley,  production  may  equal  that  of  last  season,  prospects  being 
better  in  the  Hankow  area  though  below  1:J34  around  Shanghai.    The  crop  of 
North  China  is,  on  the  other  hand,  considered  to  be  much  below  that  of 
last  season  both  as  to  qualioy  and  quantity. 

Current  changes  in  what  production  estimates 


Country 

:Reported  up  to 
:  July  15.  1935 

[Reported  up  to  . 
!  July  22.  1935 

:  1934 

:  1,000  Bushels 

1,000  Bushels 

1,000  Bushels 

39  countries 

reported  3,209,359 

74,442 

!  64,824 

:       172,841  : 

166,541 

Netherlands 

1  15,653 

17,196 

:         49,089  : 

47,660 

:  19,309 

39,683 

!          32,444  : 

43,538 

39  countries 

reported: 

:  3,206,995 

2.846,841 

timate  of  the  Berlin  office. 
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Australian  crop  conditions 

Reports  continue  to  be  rather  unfavorable  for  the  1935-36  wheat 
Crop  of  Australia  on  account  of  the  need  for  rain,  according  to  a  cable 
from  the.  International  Institute  of  Agriculture.     In  New  South  Wales, 
however,  conditions  are  favorable  for  sowings,  and  in  South  Australia 
sowings  are  almost  completed  in  spite  of  urgent  need  for  rain..  Satisfac- 
tory conditions  prevail  in  Victoria,  but  germination  has  been  irregular. 
Very  poor  conditions  are  reported  for  Western  Australia. 

Canadian  crop  conditions. 

With  the  exception  of  drought  damage  in  western  Saskatchewan  and 
parts  of  Alberta,  crop  conditions  in  Canada  remain  generally  favorable, 
according  to  a  telegram  from  the  Dominion  Bureau  of  Statistics  as  of 
July  16a    Rust  has  developed,  however,  in  Manitoba  which  menaces  the  wheat 
crop  situation  to  some  extent.     The  season  is  late  and  cereals  are  back- 
war.!  in  some  areas  of  Quebec,  but  pastures  range  from  fair  to  good.  Grain 
crops  are  excellent  in  Ontario,  where  the  recent  hot  weather  has  promoted 
growth  of  all  crops.     Good  rains  resulted  in  generally  improved  prospects 
for  all  field  crops  in  British  Columbia. 

The  Shanghai  wheat  market 

The  Shanghai  wheat  and  flour  market  declined  slightly  during  the 
week  ended  July  12,  as  a  result  of  cheaper  foreign  wheat,  according  to  a 
radiogram  from  the  Shanghai  office  of  the  Foreign  Agricultural  Service. 
Six  cargoes  of  Australian  wheat  were  booked  during  the  week  for  July  ship- 
ment, 5  for  Shanghai  mills  and  one  for  Tientsin.    Arrivals  of  domestic 
wheat  continue  below  last  year's  volume  and  some  mills  were  buying  foreign 
wheat  at  prevailing  prices  in.  preference  to  domestic  grain.     The  flood  in 
the  central  Yangtze  Valley  which  caused  an  advance  in  rice  prices  had 
little  influence,  on  the  flour  market,,    Ten  percent  of  the  Shanghai  mills 
have  closed,  but  the  others  are  operating  at  full  capacity,  with  flour  de- 
mand fairly  strong  and Shanghai  stocks  below  normal. 

Wheat  prices,  c.i.f.  Shanghai  duty  included,  for  July-August  ship- 
ment, were  quoted  as  follows:    Australian  (New  South  Wales  in  bulk),  7.7..  . 
cents  per  bushel ,.  Argentine  82  cents.     Domestic  standard  wheat  _  f  or  July, 
delivery  was  72  cents  per  bushel.    Domestic  flour  for  July-August,  delivery 
was  quoted  at  91  cents  per  bag  of  49  pounds;  Australian  flour,  c.i.f..    ..  . 
Hongkong,  $2.92  per  barrel  of  196  pounds.  ; 
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FEED  GRAINS 

Summary  of  recent  feed  grain  -information 

Total  barley  production  for  1935  in  the  countries  so  far  reported 
now  stands  at  801,219,000  bushels,  an  increase  of  nearly  19  percent  over 
the  production  of  the  same  countries  in  1934.     The  1935  total  includes 
the  first  estimate  for  the  Netherlands  and  revised  estimates  for  Japan  and 
Algeria.    The  1935  barley  acreage  in  the  countries  reported  to  date  totals 
48,657,000  acres,  nearly  14  percent  larger  than  the  acreage  in  th«se  coun- 
tries a  year  earlier. 

The  first  official  estimate  of  the  1935  barley  production  in  the 
Netherlands  is  5,052,000  .bushels,  which  is  nearly  15  percent  above  the 
harvest,  of  1934,  and  is  the  largest  production  on  record.    The  previous 
estimate  for  Japan  has  been  increased  by  3,000,000  hushols  to  77,391,000 
bushels,  which  is  about  8  percent  above  the  1934  harvest  and  6  percent 
above  the  average  production  of  the  past  5  years.    The  estimate  for  Algeria 
has  been  reduced  by  nearly  4,000,000  bushels  to  29,211,000  bushels,  which 
is  the  smallest  harvest  since  1931. 

In  oats,  total  production  for  1935  in  the  countries  so  far  reported 
amounts  to  1,729,250,000  bushels,  an  increase  of  72  percent  over  comparable 
1934  figures.    The  first  estimate  of  the  1935  oats  crop  in  the  Netherlands 
is  17,775,000  bushels,  which  is  2  percent,  below  the  1934  harvest,  and  the 
smallest  production  since  1896.     In  Algeria,  the  first  estimate  for  oats 
is  placed  at  6,407,000  bushels,  a  record  low  figure. 

The  1935  oats  acreage  in  the  countries  reported  to  date  totals 
84,020,000  acres,  an  increase  of  about  12  percent  over  that  of  the  same 
countries  in  1934..    The  condition  of  both  the  barley  and  the  oats  crops  in 
Germany  as  of  July  1  was  reported  as  slightly  better  than  a  month  earlier, 
and  better  than  at  the  same  time  last  year. 

The  total  1935  corn,  acreage  in  the  countries  reported  to  date 
amounts  to  112,174,000  acres,  an-   increase  of  nearly  6  percent  over  that  of 
the  same  countries  a  year  ago.    The  1935  area  planted  to  corn  in  Rumania, 
is  officially  estimated  at  12,625,000  acres,  which  is  about  3  percent  above 
that  of  1934,  and  is  the  largest  acreage  on  record. 

The  Danubian  feed  grain  situation 

The  largest  corn  area  since  the  war  has  been  planted  in  the  Danube 
Basin  countries,  according  to  a  report  from  the  Danube  Basin  office  of  the 
Foreign  Agricultural  Service,  which  places  the  total  area  at  24,216,000 
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acres  compared  with  23,331,000  acres  in  1934  and  22,469,000  acres  for 
the  1929-1933  average.     The  continued  liberal  plantings  in  Romania  ac- 
counted for  a  large  share  of  the  increased  total  corn  area.     Some  of 
the  early  corn  plantings  were  destroyed  "by  frost  and  hail,  hut  were  re- 
planted at  once,  and  the  condition  of  the  crop  is  now  reported  as  good. 

In  contrast  to  the  current  season's  corn  plantings,  the  Basin's 
1935  barley  acreage  is  the  smallest  of  the  postwar  period.     It  is  esti- 
mated at  6,733,000  acres  compared  with  7,151,000  acres  in  1934  and  the 
1929-1933  average  of  7,596,000  acres.     It  is  possible  that  as  much  as 
10  percent  of  the  sown  area  has  been  abandoned  this  year  on  account  of 
May  frost  and  hail,  compared  with  about  3  percent  in  normal  years.  The 
barley  production  in  these  countries  this  year  is  tentatively  estimated 
at  133,000,000  bushels  against  the  small  crop  of  92,000,000  bushels  in 
1934,  although  it  is  expected  to  be  below  average. 

The  Danube  Basin  oats  acreage  is  estimated  at  3,805,000  acres, 
compared  with  3,837,000  acres  in  1934,  and  4,282,000  acres,  the  average 
during  1929-1933.     Abandonment  of  the  sown  area  this  year  will  probably 
be  6  percent  or  more  instead  of  the  normal  1  to  3  percent.     The  Danubian 
oats  production  is  tentatively  placed  at  105,000,000  bushels  against 
85,000,000  bushels  a  year  ago. 

Exports  of  barley  from  the  Danube  Basin  during  the  year  ended 
June  30,  1935,  amounted  to  about  11, 600 ,000  bushels ,  leaving  a  carryover 
of  5,600,000  bushels  for  1935-36,  practically  all  of  which  is  in  Rumania 
and  Yugoslavia.     Oats  exports  during  the  year  ended  June  30  totaled 
900,000  bushels,  with  a  balance  of  nearly  500,000  bushels.     It  is  prob- 
able, however,  that  this  small  quantity  will  be  used  for  domestic  pur-  , 
poses,  and  that  no  oats  will  be  carried  over  into  1935-36. 


COTTON 

Cotton  situation  in  China  a/ 

The  1935  area  under  cotton  in  China  is  expected  to  be  equal  to 
that  of  1934  (6,827,400  acres),  according  to  Acting  Agricultural  Com- 
missioner Ered  J.  Rossiter  at  Shanghai,     The  decreased  cotton  acreage  in 
the  provinces  of  Hunan,  Shansi ,  and  Hupeh,  due  to  dry  weather  at  planting 
time,  was  compensated  by  the  increase  of  planted  cotton  in  the  provinces 
of  Hopei,  and  Shensi,  and  possibly  also  in  the  provinces  of  Kiangsu  and. 
Shantung.  .  ... 

a/  All  values  given  in  United  States  currency.    All  cotton  imported  by 
China  given  in  bales  of  500  pounds. 
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The  cotton  crop  in  North  China  is  late  and  very  uneven  and  is  ex- 
pected to  show  a  20  percent  decrease  in  comparison  with  that  of  1334.  In 
Hopei  floods  have  caused  some  damage  and  since  the  river  is  still  rising, 
the  extent  of  the  flooded  area  cannot  he  determined  at  present.  However, 
it  is  held  that  much  less  farm  land  is  "being  flooded  now  than  four  years 
ago.    With  average  weather  conditions  prevailing  throughout  the  remainder 
of  the  season,  it  is  likely  that  the  total  Chinese  cotton  crop  will  "be 
smaller  than  the  crop  of  1934. 

The  significant  features  of  the  present  Chinese  cotton  situation 
are  the  further  decline  of  mill  production  and  lower  yarn  prices.  The 
Chinese  mills  located  in  Shanghai  were  operating  at  50  percent  capacity, 
the  lowest  level  of  production  registered  in  the  past  few  years.    The  Jap- 
anese mills  in  Shanghai  which  operated  at  85  percent  capacity  maintained 
the  level  of  the  preceding  month.     In  the  Shantung  area  "both  the  Chinese 
and  Japanese  mills  operated  near  capacity. 

The  quotation  on  July  12  for  September  delivery  was  15.21  cents 
per  pound  of  yarn  —  the  lowest  price  on  record  during  the  past  15  years. 
In  view  of  the  fact  that  the  prices  of  raw  cotton  have  not  declined,  the 
losses  in  connection  with  spinning  have  increased  considerably.  Japanese 
mills  have  recently  reduced  their  yam  prices  "below  those  of  Chinese,  with 
the  result  that  they  have  slightly  increased  their  share  in  the  total  yarn 
sales.    On  the  whole,  yarn  sales  have  not  been  large;  the  demand  is  poor 
and  merchants  are  buying  only  small  quantities.    Yarn  stocks  increased 
slightly  during  June,  but  they  are  smaller  than  those  on  hand  during  the 
same  month  of  1934. 

During  the  month  of  June,  Japan  used  85,957  bales  for  the  spinning 
of  19-count  yarn  and  below,  83,586  bales  for  20-  to  22-count-  yarn,  123,603 
bales  for  23-  to  44-count  yarn,  and  10,593  bales  for  45-count  yarn  and 
above  —  a  total  of  304,733  bales. 

In  May  China  imported  a  total  of  50,004  bales  of  cotton,  consisting 
of  20,400  American,  26,248  Indian,  2,811  Egyptian,  and  545  bales  from  all 
other  sources.    Preliminary  reports  show  that  in  June  Shanghai  imported 
the  following  amounts  of  cotton:    American  18,474  bales,  Indian  14,630, 
Egyptian  366,  and  from  all  other  foreign  sources  1,440  bales,  a  total  of 
34,910  bales.     In  addition, Shanghai  mills  imported  50,625  bales  of  Chinese 
cotton.    During  the  same  month  the  total  amount  of  cotton  delivered  to  the 
Shanghai  mills  amounted  to  122,000  bales,  an  increase  over  the  May  deliv- 
eries of  32,000  bales;  these  deliveries  consisted  of  31,000  bales  of  Ameri- 
can cotton,  14,000  Indian,  1,000  Egyptian,  68,000  Chinese,  and  2,000  bales 
from  all  other  sources.     On  June  30  the  available  stocks  of  raw  cotton  in 
Shanghai  warehouses  included  48,000  bales  of  American  cotton,  12,000  Indian, 
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2,000  Egyptian,  and  123,000  bales  of  Chinese,'  a  total  of  185,000  "bales.  The 
price  of  cotton  quoted  on  July  12  for  immediate  delivery  was  11.13  cents  per 
pound  for  Chinese  cotton,  16.1  for  American,  and  13.62  cents  for  Indian  Akolo 

Chinese  May  imports  of  piece  goods  declined  in  comparison  with  those 
of  April,  amounting  to  $1,349,652  and  $1,463,548,  respectively.    The  same 
holds  true  of  piece  goods  exports  which  decreased  from  $132,024  in  April  to 
$101,000  in  May.    Piece  goods  imports  for  the  period  October  to  May  amounted 
to  $7,397,644,  while  the  value  of  exports  of  piece  goods  during  the  same 
period  was  equal  to  $1,609,406. 

The  1935  cotton  area  of  Chosen  i~  ri'f icially  estimated  at  539,000 
acres  compared  with  474,000  in  1934,  according  to  Consul  Langdon  at  Seoul. 
In  some  provinces  dry  weather  conditions  at  planting  time  affected  ad- 
versely the  crop  prospects.    However,  heavy  rains  throughout  the  cotton 
area  have  since  relieved  drought  conditions,  and  with  the  average  summer 
weather  prevailing  in  the  cotton  regions,  the  crop  is  expected  to  be  larger 
than  that  of  1934. 

European  cotton  imports  at  low  level 

Abnormally  small  imports  of  raw  cotton,  with  the  reduction  almost 
entirely  in  takings  of  American  staple,  continued  to  be  the  outstanding 
feature  of  the  continental  European  cotton  textile  situation  during  Ju.no, 
according  to  Agricixltural  Attache  L.  V.  Stecre  at  Berlin.    Prom  August  1, 
1934,  to  June  28,  1935,  deliveries  of  American  Cotton  to  continental 
spinners- amounted  to  only  2,262,000  bales,  as  compared  with  3,909,000 
bales  in  the  some  period  last  season,  and  3,871,000  bales  in  the  preceding 
season. 

This  great  decline,  moreover,  continues  to  stand  out  as  a  matter  of 
reduced  imports  by  the  major  importing  countries.     Smaller  continental 
users  of  cotton  are  maintaining  their  cotton  imports  this  season  on  a  level 
with  last  yearns.     Thus  narrowed  down,  Germany,  Prance,  Italy,  and  Czecho- 
slovakia combined,  from  August  1,  1934'up  to  the  date  of  the  latest  offic- 
ial import  figures,  have  imported  1 ,400,000 'bales  less  cotton  than  in  the 
same  period  last  year,  out  of  a  reduction  of  1,414,000  in  the  total  imports 
of  the  13  chief  continental  countries,  Spain,  only,  excluded, 

June  developments  on  the  Continent  as  a  whole  do  not  seem  to  have 
brought  any  significant  change  in  the  position  of  the  cotton  textile  in- 
dustry.    The  more  satisfactory  development  of  sales  and  activity  in  Italy, 
Prance,  and  Belgium  which  commenced  in  April  has  continued,  but  in  other 
countries  there  has  been  either  little  change  or  further  slackening,  the 
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latter, -for  example,  in  Germany  and  Czechoslovakia.    On  the  other  hand,  it 
would  appear  that  imports  have  reached  bottom  levels  end  that  maintenance 
of  the  more  favorable  developments  in  Italy,  France,  and  Belgium  should  "be 
reflected  sooner  or  later  in  increased  cotton  imports.     Germany  has  also 
been  tailing  a  minimum  and  is  tending  to  increase  imports,  where  possible, 
in  the  face  of  declining  mill  activity.     As  for  most  other  countries,  there 
is  no  real  reason  to  expect  further  curtailment;  if  anything,  some  increase 
is  more  likely.    The  price  situation,  however,  will  have  an  important  bear- 
ing on  buying  policies  in  all  these  countries,  despite  the  many  artificial 
hindrances  to  trade. 

As  to  the  situation  in  individual  countries,  cotton  trade  reports 
indicate  a  fair  improvement  in  sales  of  both  cotton  yarn  and  cloth  in 
France  during  the  latter  half  of  June.     Belgian  mills  continue  to  profit 
from  the  generally  better  business  that  has  developed  since  the  Belga  de- 
valuation.   In  Italy,  the  cotton  and  other  branches  of  the  textile  industry 
are  benefiting  from  military  orders  as  well  as  from  better  export  sales 
incident  to  the  recent  weakness  of  the  Lira  and  the  export  subsidies.  The 
position  in  Czechoslovakia  continues  to  be  aggravated  by  the  breakdown  of 
the  spinners'  cartel,  and  it  is  likewise  expected  that  restoration  of  the 
cartel  will  mean  severe  curtailment  of  production  for  some  time.    The  Aus- 
trian industry  is  fully  maintaining  previous  operations,  but  the  outlook  is 
regarded  as  unsatisf actory  because  of  export  difficulties.    In  Germany,  de- 
clining textile  retail  sales  and  the  rationing  of  raw  cotton  supplies  is 
bringing  about  further  adjustment  of  mill  activity  to  current  levels  of  re- 
tail sales  and  export  possibilities.     The  raw  material  stocks  situation 
seems  to  be  slightly  less  pressing  for  the  time  being,  but  the  future  out- 
look for  replacements  is  uncertain,  even  discouraging,  and  conducive  to  a 
policy  of  cautiousness.    In  other  countries,  there  appears  to  be  no  sig- 
nificant change,  with  the  industries  depending  primarily  upon  domestic  out- 
lets, and  the  level  of  production  is  being  substantially  maintained. 

Price  relationships  between  the  different  competitive  cottons  on 
European  markets  showed  some  movement  in  favor  of  non- American  growths, 
during  June.     The  lower  grades  of  Indian  cotton  advanced  slightly  in  rela- 
tion to  American,  but  the  higher  and  more  competitive  staples  declined 
somewhat  during  the  month  and  a  rather  significant  drop  was  experienced  in 
the  case  of  Egyptian  Uppers.     The  Indian  staples,  as  a  group,  are  now  not 
far  from  an  average  relationship  with  American  cotton,  but  Egyptian  Uppers 
must  be  regarded  as  attractive  at  the  prices  recently  prevailing.  Exotic 
cottons  continue  to  command  large  premiums  in  clearing  sr.les  to  Germany. 
"Basis"  quotations  of  American  cotton  continue  unchanged,  except  for  a 
slight  drop  in  strict  low  middling.    Continental  spinner  and  merchant  buy- 
ing of  raw  cotton  during  June  was  of  a  very  conservative  character,  as 
usual  at  this  time  of  the  year.    A  fair  volume  of  price  fixing,  however, 
continued  to  be  reported  during  the  course  of  the  month. 
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A  slowly  but  steadily  declining  tendency  of  mill  sales  and  mill  ac- 
tivity has  been  evident  in  the  German  cotton  industry  since  early  in  1935. 
June  reports  indicate  its  persistence,  as  well  as  the  probability  of  fur- 
ther slow  recession  in  July,  in  both  the  spinning  and  weaving  sections. 
It  is  now  clear  that  retail  consumer  demand,  following  last  fall'  hoard- 
ing purchases,  is  not  supporting  the  level  of  production  hitherto  prevail- 
ing, and  that  the  industry,  with  textile  export  business  dragging  along  at 
bottom  figures,  is  still  finding  it  advisable  to  slacken  operations. 

The  recent  low  point  in  German  inland  stocks  of  raw  cotton  (at  mills 
and  elsewhere  in  customs  boundaries)  was  apparently  first  reached  about 
February  1.    At  that  time  inland  stocks  dropped  to  around  310,000  bales,  as 
compared  with  445,000  bales  in  February' 1934,  and  318,000  bales  in  Febru- 
ary 1933.     Since  February  1935,  it  appears  that  German  inland  stock  of  cot- 
ton have  experienced  no  further  decline,  in  fact,  have  even  risen  slightly, 
due  very,  largely  to  the  pick-up  in  imports  of  raw  cotton  and  other  spinning 
materials  as  compared  with  the  latter  part  of  1934.     If  these  estimates  of 
inland  supplies  accurately  picture  the  present  stocks  situation  in  Germany 
—  they  are  based  on  the  January  31  mill  and  port  stock  figures  and  take 
into  consideration  the  official  statistics  of  imports  and  the  apparent  con- 
sumption of  cotton  as  estimated  from  certain  indexes  —  it  would  appear 
that  German  raw  cotton  supplies  are  moderately  low-,  but  by  no  means  so  low 
as  actually  to  cripple  the  industry  in  the  near  future. 

Despite  the  recent  pick-up  in  German  cotton  imports  it  is  none  the 
less  obvious  from  public  discussion  of  the  raw  material  situation  and  from 
the  keen  trade  interest  in  effectuating  transactions  for  cotton  that  the 
German  authorities  and  the  cotton  trade  ore  much  concerned  about  the  future 
outlook  and,  judging  from  certain  rather  intangible  changes  in  attitude, 
are  showing  a  disposition  to  regard  the  cotton  supply  situation  as  approach- 
ing a  critical  phase.     The  recent  pick-up  in  imports  has  been  due  to  Ger- 
many' s  ability  to  exploit  current  possibilities  of  obtaining  abnormal  sup- 
plies of  cotton  from  such  countries  as  Brazil  and  Turkey  which  have,  in  the 
past,  played  only  minor  roles.     It  is  now  realized  that  there  is  no  assur- 
ance of  being  able  in  the  future  to  rely  upon  these  countries  to  replace 
American  cotton  or  even  supply  as  much  as  in  the  past  year.     Brazil's  pro- 
hibition of  the  export  of  cotton  on  a  compensation  or  clearing  basis  aroused 
great  uneasiness.    Future  prospects  of  trading  with  Turkey  have  also  been 
dimmed  by  the  unsatisfactory  functioning  of  the  clearing  agreement  between 
the  two  countries,  a  development  directly  due  to  the  abnormally  large  im- 
portations from  Turkey  without  a  corresponding  increase  in  Turkish  importa- 
tions from  Germany. 

The  outlook  i.s  considered  unfavorable,  moreover,  for  obtaining  in- 
creased supplies  of  cotton  from  Egypt  and  India  on  a  compensation  basis. 
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Other  minor  cotton  producing  countries  may  "be  able  to  supply  some  addi- 
tional cotton,  "but  it  is  "being  more  clearly  recognized  that,  in  the  last 
analysis,  the  United  States  will  have- to  "be  looked  to  to  a  larger  degree 
when  other  sources  of  supply  fail.    The  possibility  of  smaller  crops  in 
some  of  these  countries  next  season  has  definitely  to  "be  reckoned  with, 
"but  of  even  more  immediate  concern  is  the  unfavorable  development  of 
clearing  arrangements  with  some  of  the  countries  so  heavily  relied  upon 
during  the  past  season. 

The  cotton  sowing  plan  in  Soviet  Russia  was  reported  fully  executed 
early  in  June,  with  the  bulk  of  the  cotton  area  sown  earlier  than  last 
year.    Weather  conditions  during  the  spring  were  more  favorable  than  a 
year  ago.    Toward  the  latter  part  of  May,  a  considerable  drop  in  tempera- 
tures was  experienced  throughout  the  cotton  growing  regions  of  the  Union, 
but,  aside  from  local  damage,  cotton  is  not  reported  to  have  been  affected 
adversely  by  these  conditions.    Some  backwardness  in  growth,  however,  is 
evident. 

The  main  problem  now  is  that  of  timely  cultivation  and  irrigation 
of  the  cotton  f ields „    Conditions  in  this  respect  are  not  particularly 
favorable,  although  better  than  a  year  ago.    On  June  5,  87  percent  of  the 
total  acreage  under  cotton  had  received  a  first  cultivation  and  26  percent 
a  second  working  in  Middle  Asia.     The  situation  continues  unfavorable  with 
respect  to  irrigation,  with  only  27  percent  of  the  acreage  watered  by  June  1 
for  the  first  time  and  6.7  percent  for  the  second  time.     This  is  in  part  due, 
it  appears,  to  low  water  levels  in  some  of  the  irrigation  channels,  but  also 
to  poor  organization  and  planning  of  the  campaign.    Despite  these  drawbacks, 
the  condition  of  the  cotton  plant  is  reported  favorable  and  better  than  a 
year  ago. 


LIVESTOCK,  MEAT,  AND  WOOL 

European  and  American  hog  numbers  continue  low 

Hog  numbers  in  Germany  at  the  beginning  of  June  1935  were  smaller 
than  a  year  earlier,  the  decrease  amounting  to  10  percent.    All  classes  of 
hogs  except  brood  sows  showed  decreased  in  June  and  on  the  basis  of  present 
indications  hog  slaughter  in  Germany  will  be  reduced  somewhat  in  the  re- 
mainder of  1935  and  in  early  1936.    Prices  of  hogs  in  Germany  in  June  were 
materially  higher  than  a  year  ago  but  feed  prices  were  higher  than  for  sev- 
eral years. 

In  Denmark  the  number  of  hogs  on  hand  about  June  1  was  slightly 
larger  than  a  year  earlier  but  it  was  much  smaller  than  in  mid-summer  of 
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the  years  from  1931  to  1933.    Most  of  the  increase  in  Danish  hog  numbers 
was  in  "breeding  sows  and  young  pigs,  the  number  of  bred  sows  being  about 
3  percent  greater  this  year  than  last.    The  downward  trend  in  Danish  hog 
production  in  evidence  since  early  1933  apparently  has  "been  checked  hut 
hog  slaughter  in  Denmark  is  likely  to  continue  small  during  the  next  6 
months . 

According  to  the  United  States  Pig  Crop  Report  for  June  1,  1935 
the  number  of  pigs  saved  in  the  spring  season  of  1935  was  estimated  to  "be 
about  20  percent  smaller  than  the  number  saved  in  the  spring  of  1934.  The 
spring  pig  crop  this  year  was  40  percent  below  the  average  spring  crop  for 
the  years  1932  and  1933.    The  number  of  sows  to  farrow  in  the  fall  of  1935 
was  estimated  to  be  about  20  percent  greater  than  the  number  farrowing  in 
the  fall  of  1934.     Based  on  the  above  estimates  it  appears  that  inspected 
hog  slaughter  in  the  United  States  in  the  1935-36  hog  marketing  year  (be- 
ginning October  1955)  will  be  even  smaller  than  the  slaughter  in  the  pres- 
ent marketing  year  which  promises  to  be  the  smallest  in  about  25  years. 

Domestic  hog  prices  declined  during  June  but  most  of  the.  decline 
was  erased  by  the  advance  in  prices  in  early  July.    With  continuing  small 
slaughter  supplies  of  hogs  in  prospect  until  the  spring  of  1936  further 
advances  in  hog  prices  are  probable.    Exports  of  United  States  hog  prod- 
ucts have  Deen  greatly  reduced  in  recent  months  because  of  the  decreased 
domestic  hog  production,  and  they  are  likely  to  continue  near  the  present 
low  level  during  the  balance  of  1935  at  least. 

Lard  uxports  from  the  Danube  Basin  in  the  first  half  of  1935  totaled 
about  32,000,000  pounds,  or  more  than  5  times  as  large  as  in  the  corre- 
sponding period  of  1934.    Hungary  is  the  chief  lard  exporting  country  in 
this  region.    Most  of  the  increased  exports  of  Danubian  lard  were  consigned 
to  Germany  but  smaller  quantities  .also  were  shipped  to  Great  Britain  and 
Czechoslovakia.    See  release  F.S.HP-68,  "World  Hog  and  Pork  Prospects , 11 
July  1935. 

Continental  European  wool  "situation 

The  Continental  European  wool  textile  situation  has  not  shown  sig- 
nificant changes  during  Juno  as  compared  with  May,  according  to  Agricultur- 
al Attache*  S»  V.  S  tee  re  at  Berlin.    Further  advances  in  overseas  and  some 
European  prices  helped  to  maintain  satisfactory  market  sentiment,  but  a 
somewhat  less  favorable  tone  was  evident  in  Juno  as  compared  with  the  rather 
spirited  improvement  experienced  during  the  preceding  month.  Basically 
firm  demand  for  wools  has  continued  in  Germany  and  Italy,  but  somewhat  re- 
duced trading  activity  in  both  top  and  washed  wool  incident  to  the  early 
June  political  disturbances  was  reported  in  France,    Belgium  also  reported 


July  22,  1935  Poriegn  Crops  and  Markets 

CROP    AND    M.  A  R  K  E  T    PROSPECTS,  CON  T'D 


91 


D  quieter  tone  in  new  "business,  "but  the  industrial  situation  remained 
greatly  improved  in  that  country.    Continued  difficulties  are  experienced 
in  the  Dutch  and  Czechoslovakian  wool  textile  industries,  some  temporary 
pick-up  in  the  latter  notwithstanding. 

Industrial  occupation  on  the  Continent  does  not  seem  to  have  under- 
gone much  change  as  compared  with  May.    Satisfactory  tendencies  in  mill 
activity  were  reported  from  western  Europe  and  Italy,  the  industry  in  the 
latter  country  "benefiting  from  military  deliveries.    Active  demand  for 
"by-products  and  rags  at  firm  prices  was  reported  from  Italy  throughout  the 
month  and  it  is  said  that  mill  occupation,  notably  in  the  woolen  spinning 
section,  has  risen  as  a  result  of  increased  new  orders  for  military  de- 
liveries . 

Lack  of  fine  raw  material  was  reported  in  Germany  during  June,  "but 
the  slightly  reduced  mill  activity  indicated  in  the  German  wool  textile 
industry  seems  due  not  only  to  certain  stringencies  in  the  raw  material 
supply,  "but  to  a  considerable  slackening  in  textile  retail  sales  in  re- 
cent months.    Trading  in  top  and  washed  wool  was  relatively  quiet  in  June 
and  "business  in  noils,  while  maintained  on  favorable  levels  throughout 
the  month,  was  also  below  the  previous  month. 

London  wool  sales  open  at  higher  prices 

The  fourth  series  of  London  wool  sales  for  1935  opened  July  9  with 
prices  for  all  types  from  par  to  15  percent  above  the  closing  rates  of 
the  last  series  on  May  23,  according  to  a  cable  from  Agricultural  Attache 
E.  A.  Foley  in  London. 

Bradford  thus  far  has  "been  the  chief  buyer.     Competition  by  other 
countries  has  been  limited  mainly  to  Germany  who  has  been  buying  new 
merinos.    Prance,  Belgium,   and  Holland  have  remained  comparatively  quiet; 
Italy  and  Russia  have  shown  no  interest.    Offerings  include  a  good  selec- 
tion of  all  qualities. 

Greasy  merinos  combing  opened  10  to  15  percent  and  clothing  5  per- 
cent above  closing  rates  of  the  preceding  series.    Scoured  merinos  comb- 
ing opened  5  to  10  percent  and  clothing  5  percent  higher.    Pine  greasy 
crossbreds  were  5  percent  and  medium  and  low  crossbreds  par  to  5  percent 
higher.    Scoured  crossbreds  and  slipes  opened  at  par. 
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UNITED  STATES  AGRICULTURAL  AND  INDUSTRIAL  EXPORTS 

The  tendency  for  the  volume  of  agricultural  exports  to  climb  toward 
the  level  of  industrial  export  volume  continued  in  May.    Analysis  "by  the  For- 
eign Agricultural  Service  Division  of  the  May  export  trade  statistics  dis- 
closes that  gince  March  of  this  year  agricultural  exports  have  risen  from  43 
percent  of  the  10-year  average  to  51  percent,  whereas  the  volume  of  industrial 
exports  has  slumped  from  83  percent  of  the  average  to  61  percent.    All  com- 
modities except  cotton,  tobacco,  and  apples  show  substantial  increases  in 
volume  of  exports  for  the  month  of  May.    Cotton  and  tobacco  nearly  held  their 
own  in  the  export  merket  hut  applos  suffered  a  severe  set-back  in  volume. 
Losses  in  industrial  export  volume  wore  fairly  general  but  with  the  heaviest 
decrease  coming  in  the  exportation  of  refined  copper  and  automobiles  and 
accessories. 

Following  the  table  below,  in  which  are  given  indexes  of  total  exports 
for  the  period,  there  is  given  a  detailed  statement  considering  the  behavior 
of  the  individual  commodities  which  conrrise  the  total. 


UNITED  STATES:    Monthly  indexes  of  volume  of  exports  of  agricultural 

and  industrial  products,  July-May,  1934-35  a/ 
 (1923-1932  average  =  100 )  


:  1934 

1935 

Classification 

:  July 

(Aug." 

'Sept' 

!0ct. 

:Nov. 

'Dec,' 

' Jan . ' 

Feb.1 

!Mar.  :Apr.! 

»                «  ' 

1  May 

Agricultural 

:  68 

:  58; 

:  52 

:  49 

:  47 

.  43 

:  48, 

52- 

• 

:  43:b/48: 

51 

•Industrial  ! 

:  68 

.  72. 

•  69 

:  68, 

:  70: 

•  67- 

:  67. 

63 

;    83:  65! 

• 

.  61 

Compiled  from  official  records  of  the  Bureau  of  Foreign  and  Domestic  Commerce, 
a/  Seasonal  fluctuations  eliminated  for  both  classes, 
b/  Revised. 


Cotton  exports  declined  slightly  more  than  seasonally  from  April  to 
May,  moving  from  68  percent  of  the:iO-year  average  to  67  percent.  France, 
Germany,  Italy,  Sweden,  Canada,  British  India,  and  China  all  took  less  Amer- 
ican cotton  in  May  than  in  the  previous  month.     On  the  other  hand,  Soviet 
Russia  doubled  its  imports  of  United  States  cotton.    Japan  and  the  United 
Kingdom  increased  their  takings  by  25  percent  and  13  percent,  respectively. 
In  May  Japan  imported  nearly  twice  as  much  American  cotton  as  the  United 
Kingdom,  its  nearest  rival,  in  the  quantity  of  these  purchases.    Since  the 
marketing  of  last  3^oarTs  cotton  crop  began  last  September,  the  quantity  ex- 
ported has  tended  to  hover  near  55  percent  of  the  average,  with  a  tendency 
in  the  last  few  tnonths  to  move  upward  to  around  65  percent  of  the  10-year 
average . 

The  volume  of  tobacco  exports  for  May  was  virtually  unchanged  froia  tho 
quantity  exported  in  April.     Ordinarily  there  is  a  seasonal  recession  in  ex- 
ports between  these  .two  months;  consequently,  this  stability  in  actual  export 
volume  gives  tobacco  an  8  point  increase  from  tho  previous  month  in  the  index 
number  based  upon  the  10-year  average.    The  rise  leaves  tobacco  exports  at 
exactly  one-half  the  10-year  average  May  figure. 
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UNITED  STATES  AGRICULTURAL  AND  INDUSTRIAL  EXPORTS ,  CONT'D 

The  export  of  wheat  and  wheat  flour  continued  at  the  extremely  low 
level  of  14  percent  Of  the  average.     In  fact,  during  the  last  few  months 
almost  no  American  wheat  has  "been  taken  in  any  foreign  market.     Exports  of 
wheat  flour  have  fared  a  little  "better.     Cuba,  Japan,  Norway,  and  Hongkong 
took  the  largest  portions  of  the  wheat  flour  exported  in  May,  although  the 
amounts  imported  by  some  20  other  countries  were  not  much  smaller  than  the' 
quantities  taken  by  the  4  leading  importers  of  American  milled  wheat  flour. 
Seventy-five  percent  of  the  wheat  flour  exported  in  May  was  milled  from  im- 
ported (Canadian)  wheat. 

Lard  exports  underwent  a  slight  degree  of  recovery,  moving  up  from  the 
all-time  low  of  14  percent  of  the  average,  registered  in  April,  to  17  percent 
of  the  10-year  average  in  May.     Decreases  were  shown  in  exports  to  nearly  all  ! 
importing  countries  except  the  United  Kingdom,  where  imports  of  American  lard 
rose  80  percent  to  offset  the  combined  losses  suffered  in  other  areas.  The 
United  Kingdom  took  70  percent  of  the  total  United  States  exports  of  lard  in 
the  month  of  May. 

There  was  in  May  a  substantial  increase  in  exports  of  the  cured  pork 
products  which  include  bacon,  hams,  shoulders,  and  sides.     The  export  figure 
rose  from  23  percent  of  the  aver.age  in  April  to  32  percent  in  May,  which  is 
the  best  showing  made  since  July  1934  and  is  the  third  successive  month  in 
which  the  volume  of  pork  exports  has  increased.     In  the  last  three  years  ex- 
ports of  cured  pork  have  not  risen  much  above  40  percent  of  the  10-year  aver- 
age. '  Since  the  United  Kingdom  and  Cuba  accounted  for  approximately  90  per- 
cent of  the  export  volume  in  pork  products  in  April  and  May,  and  the  takings 
of  these  countries  increased  nearly  50  percent,  a  decline  in  pork  exports 
,  to  the  remaining  five  or  six  minor  importing  nations  was  completely  overcome. 

There  was  a  sharp  decline  in  the  exports  of  fresh  apples,  which  reduced  J 
the  marketing  from  70  percent  of  the  10-year  average  in  April  to  26  percent  in  ■ 
May.    The  decrease  in  foreign  purchases  was  large  for  all  important  countries  i 
importing  apples  from  the  United  States.     The  United  Kingdom,  G-ermany,  France, 
the  Netherlands,  and  Belgium  all  show  reductions  amounting  to  from  80  to  90 
percent  of  the  previous  month.     This  same  situation  prevailed  last  year  when 
foreign  takings  fell  from.  68  percent  of  the  10-year  average  in  April  to  21  per-! 
cent  in  May.    Of  late  years  there  appears  to  have  been  a  seasonal  shift  in  the 
exportation  of  fruits,  with  apples  going  to  market  slowly  in  the  fall,  in  large 
quantities  in  the  middle  of  the  winter,  and  dwindling  rapidly  in  the  late 
spring  months.    Previously  exports  began  to  move  rapidly  early  in  the  fall  and 
continued  at  a  fairly  uniform  level  throughout  the  winter  and  into  the  early 
part  of  the  following  summer.     Such  a  change  in  the  usual  marketing  practice 
would  tend  to  show  exports  to  be  in  excess  of  the  10-year  average  for  the  first  I 
months  of  the  year  with  sharp  reductions  in  the  late  spring  months.     In  1934  I 
exports  in  percent  of  the  10-year  average  were  as  follows:     January  146; 
February  135;  March  74,  April  68  and  May  21  percent    In  1935  the  percentages 
for  the  same  months  wore  73,  93,  92,  70,  and  26,  respectively.     The  drop  in 
May  exports  this  year  could  very  well  be  caused  by  the  seasonal  shift  described 
and  would,  therefore,  not  be  a  real  indication  of  any  major  reverse  in  the 
trend  of  exports  of  fresh  apples. 


July  22,  1935 


Foreign  Crops  and  Markets 


95 


UNITED  STATES  AGRICULTURAL  AND  INDUSTRIAL  EXPORTS,  CONT'D 


UNITED  STATES:    Monthly  indexes  of  volume  of  exports  of  certain 
agricultural  products,  July  to  May,  1934-35  a/ 
(10-year  average,  1923-1932  =  100) 


Product 


1934 


July 

Awe. 

Se-Dt, 

•Oct. 

Nov . 

Dec. 

Jan. 

Feb. 

Mar. 

Apr. 

May 

111 

83 

62 

j  55 

51 

62 

59 

61 

51 

68 

67 

61 

77 

112 

:  103 

82 

48 

68 

59 

77 

42 

50 

18 

20 

10 

:  9 

12 

12 

13 

17 

18 

14 

14 

62 

55 

56 

:  49 

38 

23 

22 

23 

16 

14 

17 

40 

31 

19 

;  22 

31 

17 

17 

15 

20 

23 

32 

53 

48 

56 

!  24 

32 

56 

73 

93 

92 

70 

26 

1935 


Cotton,  excluding  linters. 

Tobacco,  leaf  

Wheat,  including  flour.... 
Lard,  excluding  neutral... 
Bacon, hams, shoulders, &sideg  40 
Apples,  fresh  


Compiled  from  official  records  of  the  Bureau  of  Foreign  and  Domestic  Commerce, 
la/  Seasonal  fluctuations  eliminated  by  comparison  of  corresponding  10-year  average  mo. 

The  11-month  total  volume  of  agricultural  exports,  July-May  1934-1935 

The  total  volume  of  agricultural  products  exported  during  the  first  11  months 
of  the  present  crop  year  (July  1,  1934  to  June  30,  1935)   stands  at  50  percent  of  the 
10-year  average.    This  percentage  is  unchanged  since  March.     The  relative  position 
of  six  major  agricultural  prrducts  on  the  basis  of  current  11-month  totals,  compared 
with  the  10-year  average  11-month  total,  is  shown  in  the  last  column  of  the  follow- 
ing table : 

UNITED  STATES:    Indexes  of  total  export  volume  of  principal  agricultural  products 
 (1923-1932  average  =  100)  


Product 

July-F  eb  ruary 

  +1 

July-March 

July- April 

July-May 

Principal  agricultural  prod; 

!  51 

50 

50 

50 

Cotton,  excluding  linters.. 

60 

59 

59 

60 

78 

73 

74 

73 

13 

14 

14 

14 

Lard,  excluding  neutral.... 

39 

37 

34 

33 

Bacon, hams , shoulders ,&sides 

24 

24 

24 

24 

50 

54 

53 

52 

Compiled  from  official  records  of  the  Bureau  of  Foreign  and  Domestic  Commerce. 

Industrial  Exports 

May  statistics  show  an  important  decline  in  the  volume  of  exports  of  many 
manufactured  products.    Following  are  listed  a  rnmber  of  these  classifications 
together  with  the  percent  of  decline  from  the  April  figure:     refined  copper,  42  per- 
cent; passenger  cars  and  chassis,  26  percent;  motor  trucks  and  busses,  23  percent; 
coal  tar  products,  26  percent;   steel  mill  manufactures,  13  percent;  lubricating  oil, 
13  percent;  textile  fibers  and  manufactures,  8  percent;  electrical  machinery  and 
apparatus,  7  percent.     There  were,  however,  some  small  gains  registered  in  other 
!  lines,  notably  in  naval  stores,  cigarettes,  gasoline,  steel  manufactures,  and  agri- 
cultural implements. 
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UNITED  STAGES  BALANCE'  OP  INTERNATIONAL  PAYMENTS  IN  RELATION  TO 
THE  PROBLEM  OP  AGRICULTURAL  EXPORTS  a/ 

United  States  agricultural  exports  are  continually  influenced  "by 
various  international  economic  transactions  which  have  no  direct  or  ob- 
vious connection  either  with  the  supply  of  American  products  or  with  the 
desire  of  foreigners  to  use  them.    Such  transactions  include  movements  of 
securities,  transfers  of  "banking  funds,  exports  and  imports  of  so-called 
"invisible" ' items,  and  shipments  of  gold  and  silver.    The  balance  of 
annual  payments  for  those  items  offsets  the  difference  between  exports 
and  imports.    It  was  by  means  of  such  transactions,  in  the  form  of  the 
export  of  securities  (i.e.,  in  the  form  of  long-term  borrowings),  that  the 
United  States  was  enabled,  d\iring  the  early  building-up  period  of  its  his- 
tory, to  import  mom  merchandise  than  it  could  export. 

By  thus  becoming  a  debtor  nation,  the  United  States  acquired  its 
railroads  and  the  "beginnings  of  many  of  its  great  industries.    Since  about 
1875,  and  up  to  the  World  V.rar  period,  the  payment  of  interest,  dividends, 
and  amortization  on  American  obligations  held  abroad  required  the  maintenance 
of  a  so-called  favorable  balance  of  trade  (i.e.,  exports  of  agricultural  and 
industrial  products  were  maintained  at  a  higher  level  than  imports,  and  the 
extra  amount  received  was  used  for  interest,  etc.).    Daring  the  World  War, 
the  need  of  the  belligerent  countries  for  goods  enabled  the  United  States 
to  export  so  rapidly  and  at  such  high  prices  that  large  amounts  could  be 
applied  on  debts.    Hot  only  were  all  the  earlier  borrowings  repaid  "by  the 
end  of  the  war,  but  net  loans  were  made  to  foreigners  of  some  eighteen 
billions  of  dollars.    The  United  States  had  become  a  creditor  country. 

In  the  post-war  years,  the  United  States  international  economic 
transactions,  other  than  trade,  assumed  a  greater  importance,  and  were  more 
complicated  in  their  interrelationships,  than  they  had  been  before  the  war. 
The  unsettlement  of  currencies  all  over  the  world,  the  extraordinary  demand 
of  war-depleted  countries  for  agricultural  products,  as  well  as  other  goods, 
the  tremendous  development  of  tourist  trade,  the  increased  use  of  interna- 
tional short-term  financing  devices,  and  other  new  or  unsettled  factors, 
were  all  of  great  importance.    These  complications  came  at  a  time  when  the 
United  States  had  not  yet  become  accustomed  to  the  creditor  position  into 
which  it  had  been  so  rapidly  precipitated.    The  United  States  now  found 
itself  in  a  position  where  it  had  to  accept  annual  payments  of  interest 
from  the  rest  of  the  world,  instead  of  making  such  payments. 

The  new  situation  affected  considerably  the  market  for  American 
agricultural  products.  .  Luring  the  nineteen- twenties ,  that  market  was 

a/  Prepared  by  Robert  B.  Schwenger,  Poroign  Agricultural  Service  Division. 
In  the  May  27,  1935,  issue  of  "Foreign  Crops  and  Markets"  there  appeared  a 
discussion  of  "Agriculture  in  the  Foreign  Trade  of  the  United  States"  in 
which  brief  reference  was  made  to  the  balance  of  payments  situation.  The 
present  study  analyses  the  changes  which  have  t alien  place  in  the  United 
States  balance  of  international  payments  since  the  years  just  preceding 
the  World  War. 
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artificially  sustained  "by  loans,  while  the  United  States  market  for  the  pro- 
ducts of  foreign  countries  was  partially  closed  to  foreigners  by  increasinly 
high .tariffs.    With  the  approach  of  the  depression,  the  lending  and  other 
transactions  which  had  "been  sustaining  the  foreign  markets  of  the  United 
States  broke  down,  a  development  which  added  to  the  factors  making  the 
depression  bear  so  heavily  on  American  agriculture. 

During  1934  and  1935  the  international  economic  transactions  of 
the  United  States  have  been  .marked  by  violent  and  unusual  changes.  The 
outstanding  development  has  been  the  heavy  importation  of  gold.  These 
large  gold  imports  in  1934  served,  in  part,  to  sustain  a  large  favorable 
balance  of  merchandise  exports  over  merchandise  imports.    Gold  imports 
have  continued  during  the  first  six  months  of  1935  tut  the  favorable 
"balance  of  trade  during  this  period  has  almost  disappeared,    The  fol- 
lowing analysis  is  made  with  a  view  to  providing  a  "background  for  an 
evaluation  of  future  developments  in  our  balance  of  payments  situation 
as  they  may  bear  on  the  problem- of  agricultural  exports  from  the  United 
States, 

Basis  of  the  balance  of  international  payments 

Under  the  system  of  buying  and  selling  for  money,  "by  which  much 
the  greater  part  of  international  trade  is  still  carried,  on,  products 
bought  from  Americans  by  foreigners  must  be  paid  for  in  dollars.    On  the 
other  hand,  foreigners,  taken  as  a  whole,  must  obtain  their  dollars  from 
Americans.    They  can  do  this  by  selling  to  Americans,  by  borrowing  from 
Americans,  or  by  receiving  gifts  from  Americans;  "but  they  have  not  long- 
run  source  of  dollars  outside  of  the  United  States,    Furthermore,  once 
foreigners  have  obtained  dollars,  it  is  usually  unprofitable  for  them  to 
hold  them  outside  the  United  States  for  any  length  of  time.    Dollars  must, 
in  the  long  run,  be  used  either  to  buy  from  Americans,  to  lend  to  Ameri- 
cans, or  to  donate  to  Americans.     Thus,  while  there  is  a  continual  flow  of 
funds  back  and  forth  between  the  United  States  and  foreign  countries,  in 
the  long  run  the  amounts  of  dollars  flowing  in  the  two  directions  are 
practically  equal.    Those  flows  of  dollars  usually  take  place  in  the  form 
of  international  checks  (or  "bills")  known  as  foreign  exchange.    The  mech- 
anism of  the  exchanges,  by  raising  or  lowering  the  price  of  those  dollar 
checks  in  foreign  money,  quickens  the  adjustment  to  a  long-run  equilibrium 
between  the  values  of  things  bought  from  and  sold  to  foreigners  for  dollars  a/ • 

a7    Nowadays ,   the  exchange  market  is  so  highly  organized  that  regular 
wires  are  kept  open  between  banks  in  New  York  and. banks  in  all  important 
foreign  financial  centers.    Instead  of  mailing  chocks,  the  banks  make 
confidential  'telephone  calls  and  funds  are  transferred  by  word  of  mouth. 
This  greatly  accelerates  the  adjustment. 
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The  number  of  dollars  obtained  by  foreigners  in  each  of  the  various 
possible  ways  —  together  with  the  number  of  dollars  returned  to  Americans 
from  foreigners  for  each  of  the  purposes  for  which  they  use  dollars  —  is 
estimated  annually  by  the  Finance  and  Investment  Division  of  the  United 
States  Department  of  Commerce.    The  results  are  arranged  in  two  lists  — 
payments  (dollars  obtained  by  foreigners)  and  receipts  (dollars  returned 
to  Americans  from  abroad)  —  and  published  under  the  title:     "The  Balance 
of  International  Payments  of  the  United  States."    In  that  record  can  be 
traced  and  studied  the  changes  in  international  transactions  which  are  cur- 
rently so  important  for  our  foreign  markets. 

The  analysis  is  made  especially  difficult  by  the  fact  that  the  vari- 
ous items  are  completely  interdependent.    Any  receipt  of  dollars  from 
abroad  can  be  reckoned  against  any  or  all  payments  to  foreigners.     If  the 
United  States  sells  more  to  foreigners  than  it  buys  from  them,  it  may  be 
necessary  for  them  to  borrow  dollars  from  Americans  in  order  to  pay  for 
their  extra  purchases;  or,  just  the  opposite,  if  American  banks  lend  dollars 
to  foreign  public  utilities  or  governments  to  be  used  for  construction  or 
other  purposes,  foreigners  may  buy  more  goods  from  the  United  States  in 
order  to  use  the  borrowed  dollars.    In  either  case,  the  United  States  bal- 
ance of  international  payments  will  show  the  seme  transactions  —  an  excess 
of  exports  over  imports  and  an  increase  in  investments  abroad.     The  same  is 
true  for  all  the  other  items  in  the  balance  of  payments.    Each  one  may 
be  the  cause  of  changes  at  some  time,  and  at  other  times  may  itself  be 
changed  by  disturbances  originating  in  the  other  items.    It  is  only  by 
looking  for  the  dominant  facts  behind  major  movements  in  the  items  that  the 
causes  of  change  can  be  found  and  that  policies  may  be  determined  which 
will  remove  the  major  obstacles  to  the  revival  of  international  trade. 

General  -periods  in  postwar  United  States  balance  of  payments 

From  the  point  of  view  first  indicated,  four  general  periods  can  be 
discerned  in  postwar  transactions  between  the  United  States  and  the  rest  of 
the  world;     1920-1922,  1923-1930,  1931-1933,  and  1934.     (See  chart  opposite 
page  97  and  tables  on  pages  108  and  109.) 

During  the  period  from  1920  to  1922,  inclusive,  American  economic  re- 
lations with  the  world  were  dominated  by  the  foreign  demand  for  goods. 
Large  shipments  of  much-needed  merchandise,  particularly  agricultural  prod- 
ucts, were  sold  to  countries  attempting  to  feed  their  people  and  reconstruct 
f ac to yiesf T homes ,  and  fields  which  had  been  destroyed  in  the  war.    This  gave 
the  United  States  a  large  balance  of  receipts  on  commodity  exports.     To  ob- 
tain the  dollars  with  which  to  pay  us,  Europe  (and  the  rest  of  the  world) 
tried,  without  much  success,  to  increase  sales  to  us.    It  found  this  diffi- 
cult, partly  because  of  increases  in  the  American  tariff  on  imports,  upward 
tariff  revisions  being  made  in  1921  and  again  in  1922.     Some  additional  dol- 
lars were  obtained  by  the  world  in  return  for  services  rendered  to  the 
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increasing  number  of  American  tourists,  and  even  more  were  obtained  in  the 
form  of  remittances  to  foreigners  from  relatives  and  friends  who  had  emigrated 
to  the  United  States.    However,   this  was  not  nearly  enough.    Most  of  the 
dollars  had  to  he  supplied  by  long-term  loans  from  the  United  States, 

During  the 'second  period  (1923  to  1930),  there  was  no  one  dom- 
inant item,  such  as  the  excess  . of  receipts  for  exports  of  the  preceding 
period.    The  "balance  of  receipts  from  merchandise  trade,  though  smaller 
than  it  had  "been,  was  still  important.    During  these  years,  however,  it 
was  more  than  offset  "by  the  increased  amount  of  dollars  spent  abroad  by 
American  tourists,  plus  the  funds  still  being  sent  out  by  immigrants. 
Thus,   the  important  commodity  and  service  items  in  the  balance  of  inter- 
national payments  approximately  offset  one  another.     The  United  States, 
however,  had  become  a  great  creditor  nation.    Foreigners  had  to  pay  ad- 
ditional dollars  for  interest  owed  on  war  debts  and  on  American  invest- 
ments abroad,   the  latter  now  grown  to  huge  proportions.     Again,  as  in 
the  previous  period,  these  dollars  were  supplied  by  loans  from  the  United 
States.    Many  of  the  loans  of  this  period,  however,  originated  quite  in- 
dependently of  any  strong  foreign  demand  for  dollars.    Financing  the  de- 
velopment of  foreign  railroads,  public  utilities,  municipal  improvements, 
and  the  like  had  proven  and  unusually  profitable  field  of  enterprise  for 
American  banking  firms;  and  the  American  public  was  ready  and  willing  to 
lend  money.    The  United  States  had  become  the  world's  best  market  for  for- 
eign securities.    Dollars  were  easily  available  for  long-term  loans.  Dur- 
ing the  7  years  1924  to  1930  new  loans  to  foreigners  almost  exactly 
equaled  the  interest  paid  by  foreigners  on  their  private  debts  to  the 
United  States.     Their  continuing  efforts  to  obtain  a  greater  proportion  of 
their  dollar  requirements  through  the  sale  of  goods  to  the  United  States 
were  again  met  in  1930  (just  at  the  close  of  this  period)  by  an  increased 
tariff,  perhaps  the  highest  and  most  inclusive  in  American  history. 

After  the  international  financial  crisis  of  1931,  Americans  refused 
to  make  further  long-term  investments  abroad  and  foreigners  could  notlonger 
obtain  dollars  from  this  source.    Furthermore ,  during  this  third  period 
(1931-1933),  many  foreigners  invested  their  money  in  the  United  States  in 
order  to  escape  the  risk  of  inflation  of  their  own  currencies.    They  bought 
American  securities  at  depression  prices;  they  paid  back  some  of  their  bor- 
rowings which  had  originally  been  made  in  dollars  on  the  American  market* 
Thus,  the  previous  balance  of  international  transactions  was  upset.  Long- 
term  capital,  an  item  which  had  been  acting  as  a  large  source  of  dollars  to 
foreigners,  now  became  a  relatively  independent  Item  of  dollar  receipts  by 
Americans,     3esides,  with  the  decrea.se  of  incomes  in  the  United  States  dur- 
ing the  depression,  both  the  expenditures  of  American  tourists  abroad  and 
remittances  from  immigrants  to  their  families  declined  rapidly.     It  is 
true  that  the  amount  of  interest  and  dividends  paid  to  Americans  also  de- 
clined.   Furthermore,  the  American  balance  of  exports  was  smaller  than  it 
had  been  in  the  previous  period.    However,  an  excess  of  exports  did 
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continue,  and,  with  an  independent  movement  of  long-term  capital  into 
instead  of  out  of  the  country,  there  remained  a  considerable  excess  of 
dollars  to  he  paid  by  foreigners.    These  were  supplied  to  them  during 
this  third  period  by  an  un^recendented  "flow"  of  short-term  bank  funds  out 
of  the  United  States.    Short-term  funds,  of  course,  are  an  unstable  ele- 
ment in  international  economic  relations.    They  consist  for  the  most  part 
in  the  transfer  of  banking  deposits  from  one  country  to  another.     In  this 
case,  the  "flow"  consisted  mainly  of  the  withdrawal  by  foreigners  of  their 
deposits  in  American  banks  and  the  increase  by  Americans  of  their  deposits 
in  foreign  banks.     Such  deposits  represent  liquid  funds  in  foreign  curren- 
cies writing  for  an  opportunity  to  be  changed  into  dollars  or  to  be'  used 
for  the  purchase  of  commodities  or  other  valuable  things  which  can  be 
brought  into  the  United  States  or  used  by  Americans.    They  represent  a 
threat  to  decrease  exports  from  the  United  States  (since  they  compete  for 
dollars  with  the  regular  foreign  purchasers  of  American  goods)  or  to  in- 
crease imports  into  the  United  States. 

Such  a  development  was  averted  during  1934  by  importing  gold.  The 
definitive  devaluation  cf  the  dollar  in  January  1934  set  the  price  of  gold 
offered  by  the  Unite??.  Spates  well  above  the  price  prevailing  in  world  mar- 
kets.   During  the  next  two  months  alone,  while  gold  prices  were  adjusting 
themselves,  690  mill j on  dollars  worth  of  gold  fluwed  into  the  country. 
This  inflow  was  reinforced  by  a  return  of  confidence  in  the  dollar  at  the 
new  rate.    American  exporters  and  others  had,  in  many  cases,  been  hoarding 
gold  abroad,  waiting  for  just  such  an  eventuality  to  make  it  possible  for 
them  to  bring  it  back,  preferably  at  a  profit. 

By  the  end  of  1934,  more  than  a  billion  dollars  worth  of  gold  had  be 
imported.     It  was  paid  for,  of  course,  with  dollars,  which  were  thus  made 
available  abroad  in  large  quantities.    They  were  sufficient  to  more  than 
pay  for  the  current  merchandise  purchases  from  the  United  States,  in  spite 
of  the  fact  that  these  purchases  (with  the  dollar  cheap  and  American  prices 
not  correspondingly  raised)  reached  their  highest  point  since  1931.  With 
the  dollars  that  were  left  over,  foreigners  paid  off  some  of  their  debts 
to  Americans  by  buying  their  own  securities,  or  they  invested  in  American 
securities.     Some  of  the  dollars  "flowed  back"  into  the  United  States  on 
short  term,  that  is,  they  were  deposited  in  American  banks.    These  will  be 
available  to  help  foreigners  pay  for  their  purchases  from  the  United  Sta.tes 
during  1935.    However,  the  United  States  balance  of  trade  for  the  first 
quarter  of  1935  would  seem  to  indicate  that  most  of  the  dollars  received  by 
foreigners  from  their  sales  of  gold  to  the  United  States  have  been  used  up 
and  a  new  source  must  be  obtained  during  the  current  year  if  exports  are 
to  maintain  their  rising  level  relative  to  imports,  a/  Thus  far  no  such 
new  source  seems  to  have  appeared. 

a/  In  the  May  27  issue  of  "Foreign  Crops  and  Markets"  in  connection  with 
the  discussion  of  the  position  of  agriculture  in  current  American  foreign 
trade,   there  appeared  a  chart  showing  the  shrinkage  in  the  United  States 
excess  of  exports. 
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Prom  the  above  discussion  it  is  apparent  that  the  sources  of  dol- 
lars to  foreigners  represented  by  the  vai ours  items  of  the  balance  of 
international  payments  differ  in  several  sets  of  characteri sties.     In  the 
first  palce,  some  of  them  represent  permanent  settlements  of  international 
economic  obligations,  while  others  are  merely  financial  manipulations 
which,  sooner  or  later,  must  reverse  themselves.     In  the  second  place, 
some  of  them  are  independent  items  increasing  or  decreasing,  or  changing 
from  inward  to  outward  payments,  in  response  to  causes  peculiar  to  them; 
while  others  are  primarily  determined  by  the  fluctuations  of  the  exchanges* 
flowing  in  or  out  in  response  to  the  need  for  funds;  others  still  are 
partly  dependent  on  the  exchange  mechanism.    A  third  possible  classifica- 
tion would  be  (1)  items  which  can  be  more  or  less  directly  controlled  as 
instruments  of  government  policy  and  (2)  those  which  ordinarily  are  de- 
termined by  private  independent  sources  only.    Finally,  it  is  important 
to  notice  which  items  have,  in  the  past,  renched  such  proportions  as 
to  exercise  a  major  influence  on  the  nature  of  the  total  balance  of  pay- 
ments and  receipts. 

The  permanent  items,  representing  payment  for  services  or  goods  to 
be  consumed,  include  such  things  as  merchandise  trade,  tourist  expendi- 
tures, immigrant  remittances,  interest  payments  a/,  and  most  of  the  service 
items.     The  temporary  items  are  capital  transactions  both  long-term  and 
short-term;  they  are  payments  made  in  contemplation  of  reverse  payments  at 
some  later  date.    Currency  and  payments  for  monetary  gold  and  silver  are 
difficult  to  place  in  this  classification.     The  international  transactions 
which  tney  represent  are,  in  a  sense,  definitive,  and  there  is  no  intention 
to  reverse  them  at  a  later  time.    Yet  they  are  hot,  properly  speaking, 
permanent.    Monetary  gold  or  silver  imported  into  the  United  States  remains 
available- for  reexport  whenever  dollars  become  relatively  abundant  abroad 
.and  Americans  who  need  foreign  currency  must  pay  too  heavily  for  it.  Fur- 
thermore; great  accumulations  of  gold  are  always  a  possible' source  of  price 
inflation  and  a  consequent  decrease  in  exports  and  rise  in  imeorts.     Such  a 
trend  in  trade  makes  for  more  dollars  abroad  and  tends  to  cause  the  gold  to 
flow  out  of  the  country  again.     Thus,  in  the  first  classification,  the 
items  divide  themselves  as  follows: 


a./  Interest  payment  may  be  ranked  as  a  financial  transaction,  since  there 
is  some  relationship  between  the  amount  of  interest  and  dividends  paid  on 
loans  and  the  amount  of  new  loans  made.     This,  however,  does  not  imply 
that  it  is  a  temporary  item.     It  is  payment  for  services  already  rendered 
by  money- capital  (and  presumably,  therefore,  also  real-capital) .     Hence  it 
can  be  regarded  as  an  economic  good  definitively  transferred. 
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Permanent  Temporary  Monetary 

transfers  •  transfers  transfers 

Merchandise  •       Long-term  loans  Monetary  gold 

Freight  Short-term  credits         Monetary  silver 

Tourist  expenditures  Currency 

Immigrant  remittances 

Interest 

Miscellaneous 

This  is  the  basis  of  the  arrangement  of  the  items  in  the  publications  of 
the  United  States  Department  of  Comrerce. 

The  items  of  the  balance  of  international  payments,  however,  di- 
vide themselves  differently  as  regards  their  relative  degree  of  dependence 
upon  the  exchange  mechanism.    Such  items  as  tourist  expenditures  abroad, 
immigrant  remittances,  and  interest  aj  arc  largely  determined  independ- 
ently of  the  short-run  foreign  need  for  dollars.    These  transactions  are 
scarcely  affected  by  ordinary  fluctuations  in  exchange  rates.     The  amount 
of  money  paid  or  received  for  them  is  primarily  determined  by  factors  pe- 
culiar to  them.    GcO.d  and  short-term  funds,  at  the  other  extreme,  usually 
move  in  response  to  a  demand  for  dollars.    Under  abnormal  circumstances, 
either  of  them  may_  move  contrary  to  pressure  from  the  exchange  mechanism. 
Thus,  should  a  country  (such  as  the  United  States)  have  high  local  interest 
rates  due  to  an  unusual  demand  for  domestic  speculative  funds,  or  should 
there  be  great  confidence  in  the  stability  of,  say,  the  dollar  at  a  tine 
when  other  currencies  are  in  danger,  short-term  deposits  might  flow  into 
the  United  States  even  though  it  had  no  special  need  for  foreign  funds 
and  even  though  American  banks  would  credit  them,  only  at  a  very  low  rate 
of  e^chnige  in  terms  of  dollars.     Gold,  too,  may  at  times  be  purchased 
(with  dollars  and  other  foreign  currencies)  by  a  country  in  whose  exchange 
markets  dollars  and  other  foreign  currencies  are  already  in  great  demand 
for  use  in  other  transactions  and  consequently  must  be  paid  for  at  a  high 
rate  of  exchange  in  terms  of  local  currency  (that  is,  a  low  rate  of 


aj  The  inclusion  of  interest  as  an  independent  item  is  a  matter  of  some 
question.    Actual  amounts  of  interest  paid  frequently  are  changed  by  in- 
ternational negot:'  abions  of  one  sort  or  other,  especially  in  times  of  a 
shortage  of  dollars  in  the  borrowing  countries.    However,  such  negoti- 
ations, though  sometimes  frequent,  are  hardly  to  be  looked  upon  as  usual. 
Ordinarily,  the  amounts  of  interest  payments  are  determined  independently 
of  the  exchanges  by  obligations  previously  incurred  and  by  conditions 
primarily  internal  to  the  borrowing  country. 
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Relatively 

independent 
it  ens 


Relatively 
dependent 
itens 


I tens  conposed  of 
Tooth  independent  and 
dependent  trans act ions 


Tourist  expenditures 
Emigrant  remittances 
Interest 


Gold 

Short- tern  funds 


Merchandise 
Long-tern  loans 
Freight 


Government  transactions 

Silver 

Currency 

Miscellaneous 

Most  of  the  items  of  the  "balance  of  international  payments  are  ordi- 
narily determined  from  private  sources  and,  until  the  recent  depression, 
it  was  the  general  practice  of  governments  not  to  interfere  in  any  major 
degree  with  the  quantity  of  the  various  transactions.    Tariffs  were  imposed 
to  limit  imports,  it  is  ture,  shipping  subsidies  were  granted  to  aid  mer- 
chant marines,  and  some  long-term  loans  were  guaranteed  in  order  to  "bolster 
the  credit  of  friendly  governments;  but  no  efforts  were  made  to  enforce  the 
limitation  of  certain  types  of  transactions  to  definite  amounts.    Since  the 
war,  however,  and  expecially  during  the  past  5  years,  it  has  "become  a  com- 
mon practice  with  governments  which  encounter  international  economic  diffi- 
culties to  attempt  to  exercise  direct  supervision  over  the  more  important 
items  in  their  "balances  of  international  payments. 

Almost  every  item  has  been  subject  to  some  sort  of  government  con- 
trol in  one  country  or  another,  and  in  several  cases,  where  power  has  been 
effectively  centralized  in  recent  years,  all  items  are  "being  managed  di- 
rectly, in  so  far  as  that  is  physically  possible.     In  the  United  States, 
however,  it  remains  unconstitutional  for  the  government  directly  to  control 
the  total  amount  of  any  of  the  transactions  except  the  movement  of  gold. 
The  only  other  important  direct  control  exercised  by  the  government  at 
present  is  the  check  on  merchandise  trade  which  results  from  our  tariff 
on  imports.    As  to  the  size  of  the  various  items  in  the  United  States 
"balance  of  international  payments,  only  merchandise  trade,  long-term  loans, 
short-term  credits,  and  (in  1934  nnd  1935)  gold  shipments  have,  since  the 
war,  moved  in  large  enough  volume  to  exercise  an  important  influence  on 
the  total. 


Any  of  the  items,  in  whichever  of  the  above  groups  or  classes  it 
happens  to  fall,  can  become  an  increased  source  of  dollars  to  foreigners. 
In  the  near  future,  however,  none  of  them  can  be  depended  upon  to  do  so 
on  an  important  scale.     During  1934  the  major  item  which  served  this  pur- 
pose was  imports  of  gold  into  the  United  States,  and  it  continued  to  do 
so  during  the  first  6  months  of  1935.    During  1934,  the  United  States 
bought  as  much  gold  as  the  world  produced  and,  in  addition,  almost  all  of 
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that  which  was  converted  to  monetary  reserves  from  private  sources.     In  the 
first  quarter  of  1935,  the  United  States  botight  more  gold  than  the  total 
increase  in  the  world's  monetary  gold  supply  during  that  period;  so  that 
the  reserves  of  the  rest  of  the  world  actually  decreased  (see  table,  page 
109).     These  increased  gold  imports  may  very  possibly  result  in  an  increase 
in  the  American  excess  of  exports  over  imports  for  a  short  time;  but  gold 
cnnnot  very  well  continue  to  come  in  at  such  a  rate  without  eventually 
causing  price  inflation  at  home  and/or  currency  instability  abroad,  either 
of  which  would  decrease  our  exports  of  agricultural  products.  Short-term 
funds  might  be  placed  abroad.    Even  if  there  were  confidence  enough  in  for- 
eign conditions  to  persuade  some  Americans  to  make  large  deposits  in  foreign 
banks  or  get  foreigners  to  transfer  theirs  from  American  banks,  however, 
such  a  supply  of  dollars  to  foreigners  would  be  temporary  at  best. 

As  for  the  independent  items,  immigrant  remittances  have  been  de- 
clining steadily  for  over  15  years  and  tourist  expenditures,  while  they 
can  be  expected  to  increase  eventually,  were  lower  in  1933  and  1934  than 
at  any  other  time  in  more  than  a  decade.     Foreigners  can,  of  course,  and 
probably  will  to  some  extent,  release  dollars  for  commodity  purchase  by 
further  decreasing  their  interest  payments  to  us  through  exchange  controls 
and  voluntary  or  involuntary  default.    As  for  American  payments  for  shipping 
services,  they  never  reach  very  important  proportions  compared  with  merchan- 
dise sales.     Loans  have  been  mo.st  important  in  the  past;  but  there  is  little 
outlook  for  a  sufficient  increase  of  American  confidence  in  foreign  securitii 
to  bring  about  extensive  foreign  investment  for  some  time. 

A  satisfactory  source  of  dollars  to  foreigners  upon  which  to  build 
long-run  policy  must  represent  a- permanent  transaction,  must  be  at  least 
partially  independent  of  the  exchange  mechanism,  must  be  capable  of  moving 
in  large  enough  volume  to  have  an  important  influence  on  the  total  bal- 
ance of  payments,  and  should  be  susceptible  to  some  sort  of  direct  or  in- 
direct United  States  Government  control.     The  above  study  of  the  items  of 
the  United  States  balance  of  international  payments  seems  to  indicate  that 
merchandise  trade  and  gold  movements  are  the  only  items  which  satisfy  all 
of  these  conditions.     Gold,  because  of  the  peculiar  nature  of  its  most 
important  present  use  (as  a  monetary  reserve),  does  most  good  when  it  is 
distributed  between  the  various  countries  somewhat  in  proportion  to  their 
monetary  needs.     Its  supply  is  limited  .     Its  accumulation  in  one  country 
means  its  relative  scarcity  in  others.    Hence,  it  might  be  dangerous  to 
manipulate  it  as  an  instrument  of  long-run  commercial  policy.     There  re- 
mains, then,  only  the  importation  of  merchandise  as  a  source  of  increased 
dollars  which  can  effect  payments  permanently  to  foreigners  and  on  a  large 
scale.    All  other  devices  for  the  purpose,  short  of  the  wholesale  giving 
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of  dollars  gratis  a/,  are  either  limited  in  their  sr:opr'  or  are  temporary 
in  their  effect  and  will  require  even  greater  payments  of  dollars  on  some 
other  account  later  on.    For  the  purpose  of  long-run  policy,  the  develop- 
ment of  considerable  payments  of  dollars  to  foreigners  will  require  the 
increase  of  imports. 

Dollars  obtained  by  foreigners  can  be  used  in  a  variety  of  ways. 
Foreigners  can  buy  back,  at  thu  present  relatively  low  prices,  such  of 
their  securities  as  are  still  held  by  Americans.    They  can  resume  service 
on  such  of  our  loans  to  them  as  are  now  in  default.     They  can  invest  (or 
speculate)  in  our  securities.     They  cm  buy  gold  from  us  to  back  their  cur- 
rencies.    In  some  countries,  where  governments  seem  determined  on  nation- 
alistic economic  policies,  it  is  not  impossible  that  many  of  these  altern- 
atives to  the  purchase  of  our  commodities  and  services  will  be  resorted  to 
with  any  increased  dollars  which  may  be  received  from  the  United  States. 
On  the  other  hand,  there  are  limits  to  such  practices  even  under  unified 
national  direction.     For  foreign  countries  as  well  as  for  the  United  States, 
it  is  true  that  the  large  item  of  permanent  adjustment  of  international 
balances  is  merchandise  trade.     If  the  United  States  increases  imports  on  a 
large  scale,  at  least  some,  and  probably  much,  of  the  resulting  funds  will 
find  their  way  to  the  purchase  of  United  States  products,  of  which  agricul- 
tural pro ducts  would  be  an  important  part. 

In  addition  to  being  the  one  item  of  dollar  payments  which  is  both 
large  enough  and  of  a  permanent  enough  nature  to  serve  as  a  basis  of  long- 
run  policy,  the  increasing  imports  of  merchandise  can  be  encouraged  by 
sound  government  action  without  any  interference  with  private  enterprise 
(in  fact,  by  decreasing  previously  imposed  interference).     One  major  pres- 
ent obstacle  to  a  considerable  rise  in  imports  (especially  the  import  of 
industrial  products  including  a  great  majority  of  the  things  bought  by 
farmers)  is  our  high  tariff,  which  has  had  three  general  upward  revisions 
since  the  War  and,  in  addition,  has  been  boosted  several. times  on  individ- 
ual products  for  one  reason  or  another. 

Imports  for  1934  did  not  increase  over  those  of  1933  nearly  as  much 
as  did  exports.    The  difference  was  made  up  by  our  heavy  gold  purchases. 
The  excess  of  exports  practically  disappeared  during  the  first  four  months 
of  1935;  but  there  has  been  an  indication  of  the  beginning  of  a  rising 
trend  in  imports  sinoe  October.     If  this  can  bo  encouraged  and  greatly  ac- 
celerated, it  can  be:  calculated  to  provide  a  greater  stimulus  toward  the 
revival  of  international  trade  than  can  be  looked  for  (within  fc&e  next  few 
years,  at  least)  from  any  of  the  other  items  of  our  balance  of  international 
payments . 

a/  One  might  also  include  the  encouragement  of  default,   the  refusal  to 
pay  funds  due;  but  this  is  not  a  regular  item  of  peaceful  economic  rela- 
tions.    Certainly  it' should  not  be  included  in  the  determination  of  for- 
eign commercial  policy. 
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Major  items  in  the  balance  of  international  payments  of 
 ?£Qjjnited  States  during  selected  periods 


Item 


Merchandise  trade; 

Receipts  for  goods  sold. 
Payments  for  goods  bought 


;'Eiscal 
.'  year 
•1908-09 

-L_a/_ 


:Million 
•dollars 


 :  1,663 

Balance  (receipts  for  excess;  exports).,  i  +  *S5i 
Freight  and  shining?  *        1  \=££k 

Receipts  for  services  to  foreigners  j  c7 

Payments  for  services  from  foreigners....  ;  7/ 
Balance  (net  payments  (-)  or  receipts  : 

(+)  for  freight)   :  ?c- 

Lpng-term  Capital;  — 


Long-term  borrowings  from  abroad   :  c/ 

Long-tern  loans  to  foreigners  !__.g7  

Balance  (foreign  loans  (-)  or  borrow-  1   

ings  (+)   j 

Tourist  exDjnjajtures: 


Receipts  from  visitors  to  United  States.,  i 
Payments  by  Americans  traveling  abroad. . .  L  • 

Immilrl^  -f f  t0Urist  exPe^itures  ab ro adi)_^170 
Immigrant  remittances,  chajrd^^Vtc.  •  •  

?!^iPJS  0f^0ne.y  Sifts  from  foreigners.,  j  c/ 

Payments  made  as  gifts  to  foreigners  \  % 

Balance  (net  immigrant  money-remit-  -~  

tances)   i 

Interests  Janj  dividends)  :  '     * '  i^r 

Yield  of  foreign  investments.   :  c/ 

Payments  on  American  securities  i  U 

held  abroad   :  / 

Balance  (net  receipts  (+j'or i — —  

payments  (-)  of  interest)  !  _  250 

gold  (and  currency)  mo^gjaentsi  "  ^        ■  a 

Net  receipts  (+)  for  exports  or  i 

payments  (-)  for  imports  

Short-term  capital : 

Net  inflow  (+)  or  outflow  (-)  of  funds... 
l^c^^pjhexjjbems  (government  trans- 
actions, miscellaneous  commodity  and 

service  items,  etc. ) 
Net  other  receipts  (+)  or  payments  (-)... 


48 


Average  calendar  year 
for  the  period  b/ 


1920- 
1922 


Million 
dollars 


5,515 

3,635 


+ 1.882 


121 
-22. 


.44 


389 
1.166 


-  777 


50 
-£67 


-  217 


82 
615 


-  533 


325 
108 


217 


-  290 


c/ 


12 


125 


-  451 


1923 
1930 


Million 
dollars 


4,695 
3,975 


720 


124 
171 


-47 


1,421 
1.845 


-  424 


138 
JS73. 


-535 


40 
334 


-  294 


923 


261 


662 


80 


82 


84 


1931- 
1933 


Million 
dollars 


1,  904 
1,621 


283 


80 
124 


AA 


1,297 
1.134 


161 


85 
456 


-  351 


172 


-  166 


603 


86 


517 


53 


*  501 


48 


;Calen- 

Lar 

year 
1934  W 


Million 
dollars 


2,  lis 
.1,655 


476 


58 


37 


1,106 


+  221 


94 


228 


-  124 


390 
125 


265 


1,265 


200 


490 


ibSSttol^TtS^^r::  f  Economic  Statistics,  July  1919.  Prepared  55 
of  Co^eroe?  1/  Not  "Sl'bl'ef  MVislon  of  tte  States  Department 
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UNITED  STATES:    Balance  of  international  .payments 
(In  .million  dollars)  


Fiscal 


Calendar  year 


Item  ...  -  : 

year 
1908-09  : 

1930-1922 
Average 

..  ■  1923-1930  ; 
!      Average  • 

1931-1933  : 

Average 

1934 

Re-  : 

ceipts ; 

Pay-  j 

ments  ; 

.  Re-  ; 
ceipts ; 

Pay- 
ments 

:  Re-     Pay-  j 
!  ceipt  s  Iment s 

Re-  .  ; 
ceipts 1 

Pay-  : 

ments  : 

Re- 
ceipt n ! 

Pay- 
ments 

Merchandise. . . 

351 ' 

1,882: 

720  : 

283 

478 : 

Various 

services. . • • 

333 

217 

744 

\.  662 

915 

517 

632 

265 

448 

350 

Long-term 
capital  

184 

777 

424 

161 

221 

Short-term 

|  125 

82. 

:  501 

j  200 

; 1,265 

48 

290 

:  .  80 

:  53 

Correction. . . . 

:  413 

;  45. 

j   .  119 

:  549 

Department  of  Commerce, 


Increases  in  United  States. and  world  gold  supply 
(In  million  dollars) 


Item  ; 

1934  ■] 

1935 

Average  . 
month  •; 

Average 

of  first 
3  months  ' 

January  \ 

February  j 

March 

World  gold  production  (estimated). 

78  : 

79 

80 

77  : 

81 

Total  increase  in  world  monetary 

gold  supply  (central  b ank  and 

government  reserves)  (50  coun- 

62 

■  137 

104 

108 

143 

;  94 

95 

149 

123 

13 

Total  increase  in  United  States 

:  40 

;  130 

110 

153 

:  136 

Prepared  from  data  in  the  Federal  Reserve  Bulletin,  May  1935. 
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Late  cables.  v.   80  : ; 

Crop  and  Market  Prospects  81  ;: 

Agricultural  and  industrial  exports,  :: 

U.  S. ,  July-May  1934-35.  ..........  93  :  : 

Barley:  .  . 

Area:  .  . 

Danube  Basin,  1935  ...  84  r  j 

Specified  countries,  1935.......  83  :: 

Exports,  Danube  Basin,  1934-35';. ...  84  :: 

Production:  :  : 

Danube  Basin,  1935.,                       84  :: 

Specified  countries,  1935               83  :: 

Switzerland,  1934,  1935                  80  :: 

Corn:  ' 

•  • 

Area: 


Danube  Basin,  1935   83  :: 


Specified  countries,  1935.......  83  :: 

Production,   specified  countries, 

1935  83 ;: 

Cotton: 


Growing  conditions,   China,  :: 

June  1935.   84  : : 

Imports,  Europe,  1934-35   86  : : 

Textile  situation:  .  . 

China,  June  1935..   85  : :' 

Europe,  June  1935..  86  : : 

Eilberts,  production,  . 

Mediterranean  Basin,  1934,   1935...  80 
INT ERNAT I ONAL  PAYMENTS  IN  RELATION 
TO  AGRICULTURAL  EXPORTS,  1934....-  97 


Livestock  (hogsV  number,  specified 

co-ontries,  June  1935   89 

Oats:  | 
Area:..., . ...  ... . 

Danube  Basin,  1935.   84 

Specified  countries,  1935.......!  83 

Exports,  Danube  Basin,  1934-35   84 

Production: 

Danube  Basin,  1935.   64 

Specified  countries,  1935.". . . . .  ..  84 

Switzerland,  1934,  1935..  ..'80 

Rye,  production,  Switzerland,-  •  ■ 

1934,  1935   80 


Walnuts,  production,  specified 

countries,  1934,  1935   8C 

Wheat: 

Growing  conditions,  Canada, 

July  16,   1935, ...................  82 


Market  conditions,  China,   '  '  ' 

July  12,  1935.   82 

Prices,   Shanghai,  July.  12,  1935....  82 

Production,  1934,  1935: 

Specified  countries..  ,  81 

Switzerland  ,  80 

Tunis......  80 

Sowing  conditions,  Aystralia, 

July  1935   82 

Wool: 

Sales,  London,  July  9,  1935........  91 

Textile  situation,  Europe, 

June  1935.  90 


